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£ revelne celticel attivuds toward USSR
Snecuiation whethsy Soviet possession of the atoem bomb would
alter exinting UN political alignmenis sesms to hawe been resolved im
tho nagatiwe by reesnt roll celle in the GA, Coacrate tosts of UF
veaction were recently provided by the bitter strugele betwoesn Tugp-
slavia aad Czechosiovakia for the Enstern Buropean 5¢ seas and by e
aotly disputed issuves of cbsorvance of maan rights in the Satellites
and continuation of the controversial U Eoresu Commiwsion. In =il
shree. the USSR asuffered rescunding dofents; in the human vighitn eaza.
the majority vote was greater than last spring. So fer, the USSH ang
Tound the going vougher in this GA than in any previous session. Faither
asguisition ef the A-beowb, por Vishinsky's nav-found cordislity seea 3o
hove mede fricnds or influenced people at Lake Sucegss, On the athor
hend, when the GA considers the vroblem of the A-«bomb iteeld, 3% is
nertain that the faeh slonme that a sacond major pover has acanbired
this weapon will exexrt new pressure for a solutlon,

Haviet propesonde techniove twrned ageingh USSR

The Soviet device of wutilizing fatern tionsl conferences 22
souniing boards for prepagende bas boeen Surned agelnet the USSE wnrzy
neatly by Yugoslavia. in o way prowing %he USSH a pooé teacher and
Togoslavis an apt papil. The forum was the GA Legal Commitsee. which
ned before it the preposed Decloration of the Bights snd Duties of
F5ates. Yugonlavia prompily offered 25 amendments, including uoms
Tery colnted preposals on the dubty of a2 gtate to respect the rix
3% other otetes, not to fowent civil war &m other nstions, no: o an-
Zegs in slandsr conpsigns er economic wazfara sgainst fellow BT S
ote. Folapd trisd %o rescus the USSR from smbarragasment by movins dhed
she Declarstion he referred $o the pemler siates--as 2 memewwpyr whlel
would have stalled the Yugoslavr motion indefinitely. The Gresi ¥ 5
sentative wos uneble to refrain from exprossing the hope thas Yegoslinvia
would in the fubure abgerws the lefiy oriacivles for which it vos zentend-
ing ol from regretting thet such sentlments had not eceurred Lo Tugn-
slavis two Yeors ago.

i S

Foy peopls--and almest eortainly not the Tugoslew rvepresentalbivaege.
Bzileve aither that the vroposed smendmends iuprova the draft declavalion
av thet they have the glighteat chance of being spproved, But thd Tnugoe
sieve are ag indifferent to thece considarabicns as the USSR has bLisen on
3imilar oceasions in the past. They wlll have attained their sola ob-
Jectivee-n wvorld-wide avdience for donunciaticons of their Fformser aliv.

e-«l ey
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Hepoy Damescens

The Syrien newspaper AL-NASR reports thet US Chisf of Staff
Omar Bradley iz im reality an Arab born in Damascus under the nswe of
VMAR BIN HASAN AL~BARRAD. .Pellowlng cut the plot of YHMS Pinafore.”
(thus cockting on additiomal snit at @mification) thic estoemed contem~
porary relates that the iafont YIMAR was kidnspped by a gypsy wowman
{poasibly named AL BUTTAEKUP) who sold him to some Amerimn touriste
then visiting the Middle Bask.

Suitleck in the Grack ongd,

Prospecis for ssttling the Oreek cass during the curpeat GA
amws dimmed with failure of the Somciliation talks. The uncompronising
Seviet pesition during the privats discuesions offerz little hops for
3lgnificent conceanions in publit UN debate. Thexefore, the anly covrse
apen t6 the GA will be to continue UN machinory in Greecs end agein
eall wpon the parties to settle their disputoe by pesceful means. Actual
progrees during this sesalon will be limited to foceilitating a rapproche-
nent hotwoen the Grecks snd Ynrgoslava.

ACATR 1ineon

Albhough ths i3-notion Beonemic Commiseion for Asise and the
Far Bast sccepted Vietusm and the Republic of Kor-a gp ssscviats meabsra
and Tejected the apulications of Vietminh and Communist North Kores,
Far Hastern fear of the USSR and apprehension as to the fature role ef
Communiet Chine wers evident in the commission vote. In the case of
7ietnam and Viethiuh, the favorable votes wers cast almost exclusively
by Western or Westorneosrientoed comatries--the US, UK, France, Netherlaads,
Avstraila, New Zealond and China. On the other hand, India favored the
somiesion of both, while the Philippises, Thailand, and Buria abstainved
snd Pskisten aboented iteelf, Only the Philippinee apd Thailand voted
with the Weatern-oriented states azainat admission of Rewth Eorea,

zzh deher divided on oconeration with Israsll wmiong
he Bgyotian, Syrion, avd Lebsness erganizotions hold divergent

views regarding collaboration with the Israsli national labor orgomizatlion,
HAiebadraeth, in the projected Fres Trads Union internitionsl. The Egyptian

- P -
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workers, sithough not oppoeed to cooperation o an intesnationsl levwael,
have refrained from pubdblic suppert of Histadruth bacause of their
government¥s cpoosition o Israsl, The Syrian unions etrongly opposs
ary cellaboration., The Lebsness utniona, in contrast, are prepared te
work alongnide the Iarsell growp if it disaffilistss Lrom the WPIU and
eliminates ite Communist elements. In any cese, Histadruth is in a
dlfficnls positlon intern: . tionally. Hot wishing to offend the USSR
baceunse of oblizstione to it for pacst aid snd tecanee of the Jewish
refugees in Bastern Burops, it will proiably try to maintain relations
both with WFRU end the Feree Trude Union Internationel,

-3 e
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IRELAND

Contello Government faces #A7ficul tests in new Dall session

Although there 1s o possibility of 1ts bresking up on some
controversial issue, particulsrly soclsl welfsre, Yrime Minisber _cgs-
tellole Mnter-paxrty Goverament® will probably survive the Crucial

v 7 "
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IRBLAKD

Paxlismentary session cemmenocing 26 October. A return of De Valers
would not be as signdificant for domestie affeirs as for foroign affaira,
vhere Ireland conld then bo expected %o be more isclationied and nene
trality-mindel. However, ap ths five vartlos and the independientd
doputiss supporting the Goverment were brought togsther not Yy commen
policies and objectives but Ly common opposition te De Valers, 1% 4e
iz eontroversial domestic iseues that the greatess dengers for %the
fovermment 1ile. Thoe next Datl seesfon will prodably be deminatell hy
such issues, which are appropriate for the Oppusitisnia favorite tactie
of attempting to explolt the divergesces that have inevitably developad
vithin the parndexienl coalition of Right and Leift.

The most dangercas issue Irom the Covermment's point of view
is social welfare. The Labor Party is demamdiue, and hos deen prondesd,
2 codification and expension of social welfars legisletien, but the
aongervative Minister for Finance 1s resieting. Im a backeroand of an
gxpsoted rise in the cost of living and renswed demonds Tor vage it
trenses, tho drive for en sxpanded soclal soourity progzzam has an
espesial urgsney., A failure to develop sn mocoptabls progyom wonld splil
the goaliticn, and the Govermment canmot mch longer vostpone meking its
proposale. The odde are thot 1t vil) somehow semngs to agres oh a pre-
gmx accoptable to all of its oresent supporters,

TEMMARK

The minority Sceial Democraiic Govermment averted aa immediate
parlismentary erisin by atdaining, after prolonged debnts, a vote of
confidencs. The solution is only tempornry, and senersl elscBions mey
Fob be held, fer the Govermmsut's contivuanee in offics rests asolsely
on the faat that the majority of the Modernte Iiberal Party, the stiropgnst
epposition party, abstained from voting. The combired votes of the other
opposition perties (Conssrvative, Justice, and Comsmmnist) were ineafficlent
6 umseat the govermment.

Although elearly unwilling at this moment to unseat the Govern~
meni and thue proveks a gemeral aleptiocn, the Moderate Liber:lg cannoed
aefford te veveras their preseat posiilon by giving full suppors te the
Govermment. Their position im deliocate since for the time being, at
lsast, they rmst contimie to attack the Goverzmsnt tmt not so ghronsly
88 to precipitate eleotions. Abstention frem the vote of cenfidence was
a sbrategie retrent from = politieanlly untsnable position.

-n 8 L]
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DENMARK

The Socinl Democratic Government, although it could fape an
olsciion with rensonable confldemce that it would he roturmed to office,
does mobt at present wieh Lo bestr the regponsibility for precipitmbing
an aleotion knowing that 1t wounld then be exposed to the oppositionis
charges that it had refussd to weit until debates om specific logisle-
%#ive propossls bad demomsizetod whether a basie for conbimved coopsraticn
axigbad.

To date, only the poeition of the Cemmminlsts in the Rigeliag
mppears to be clarified. Until eazly 194D the Commmmists smpported the
dovsrzment on most donectlo iesues, and the foverwmsnt depsndel om
Gonmunlat votes, ac well as on those of the Zedica) Idbezal Pardy. %o
ausare ite Bigedag msjority. Early in 1949, howeves, the Communleis
wvoted agnlast a Goverment finonce meavure and since that dime thore
hes been some specalatisn as Ve thelr fnture couree of action. Thelw
vote agninet the Gowverment in this instance seome to indicate that ia
the futare the Oomminianbs will obstruat rather than suppord the Ssaial
Denvaratic Govermmend.
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General de Gaulle's inability to cepitalize on the recsnt
Government crisis malkes cl-ayr that hias influance upon the political
situstion has deelined in 1949 and is not likely to regain eriticel
importancs unless the Copmunists should again threaten economic prO=-
£xo88 or political stability, His Rally of the French People (RPF)
Probably reached peaks of stremgih in ths municipsl elacticns of
Octoter 1947 and the Council of %hs Bepubiic (Senate) elsctions of
Hovember 1948. In the local cantonal elections of March 1949, howevsr,
after the Comsmnisti-inspired strikes of both 1947 amd 1948 had been
broken, the EPFs share of the populsr vote dropped to about 258, from
8 maximm of sbout 39% in the mmmicipal elestions of 1947, This October
when the Communist strike Plans falled %o develop and the middle~of-the~
road Third Force coalition which De Canlle challenges resched its weakeat
point, tha RPF was wnable to increase its popular appeal.

Four special menicipal elections held in Frande on 16 Octoinp,
furthermore, resulted in lomges for Gonllists as well ab Copmanists,
while the Soclulists and Moderate Right gained. Two of these olections
were held in the Paris subarbs of Pongin end Sceaux, ons at Rouwen, aud
one in ths amall touwn of Saint~Chanmas, The Sacialists, Radical Socislicts
(Moderates), and Indeperdents guinsd from one to four commeillors in all
four mmicipalities, while the RPF lost more seets than the Codmunists,

Formation of a Dollar Export Board, soon to be amnomnced in
Frouce, iz an effort to take advantage of the promotionsl vpportunities )
afforded by devaluation, and hencs sventuslly to contriltute to s reduo- Z
tiou of ¥rance's eritical dollar trade deficit. Although the trade
deficit with the dellar arca ss & whole increaged only 11% over 1948 |
in the first ssven months of 1949 (from $39.9 %o 49.5 £t1lion), the e
meager exports to the US--the greatest polential dollar market--declinsd
oveT 15% in the same period ($5.2 to L.k million),

George Villlers, head of the Assoclation of French Employess
(CHFF), who will be President of the new Board, has sutlined s plam
for promoting exporss to the dollar avea., A smsll group of top US
buvers revresenting important merchandisine intarsste would meat with

ook 3-2 s
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FRANCE

rapresentatives of appropriate mamufaciuring lntsrests in Franee. Ths
TGS grovp vould be in a peosition $¢ specify items which might be pur-
chased 1n largs lots, and the Frouch would indicate present aveilebilitles
and protable prices. The Freuch could then get tegetber undsr Villiera?
gaidence and arrange preduction speefalization necessary fox the desired
volume., Villiers hopes that those French prices which may be Jownd too
high can be reduced hy large-ncale preduction and incressed efficlency,
Viiliers' plan, however, is af best & lorg-range one and will farther=
mare ve hempersd during the coming $welvs membhs by the prospsciive
dzeline of ¥Freunch tnvesiment in cepital goods and the slowing wp of
production gains, partly as o resuit of the subatantial caut in BGA =id.

FEENCH AND SPANISH RORTH AND WEST AFRICA

Govmunist provagsnds nconases Joint hetlonslist-Companiqt activity

A novel form of Communist operatlion in French oversems tervi-
tovries is now in evidencs. Presumably in order to hasten rapproche-~
ment tetween the intractoble uationalists and the local Commumist
Parties, sewral Comompist members of the Ascembly of the French Union
heve jus$ geae into action in North and West Africa. They are propa-
gaking the thesis that, Jointly, notlonslists spd Commnists can
bebter combat the spprosching "memace® of US economic penetration
(which invarisbly leads ic poiitical hegemony) of French overseas torri-
torles by means of the “insidious® Point Four Frogrum. Eenefiting by
pariismentary immunity snd travelling at government exponse, these
envoys of subveraion enjoy considerable prestige and freedon of move-
ment. Their pesition will add welght io thelr disruptive views,
effeectively convincing certézin nationzliist elements, infusing new
1i¥e into the more 1listless membrrs of lecal Commanist Parties, and
dintorting the motives of the Point Four Progrem.

BELGIUM

PPonular consultaticn® hill on yesurn of Leopeld

e rather upsiable Oatholie-Liberal coalition in Belgium
probably vill not fall in the near future despite diffezences over
soclal and econonmic pelicies snd the royal questlon. The rsconvensd
periizment gave a vote of mnfidence to the Governments finanecial
poliey, indicating that the Catliolics probably will accept Liberel

o “3 cn
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wconomic plans in exchenge for Liberal support of & "popular consulta~
tien? on King Leopold. The Catholic members of the Senate, supporied
by most of the Libersl Senstors, passed & bill providing for & Ypopular
consvitation,® sltbough a few Libepal membexrs Joined with the Socialist
cnéd Compminist members to dinsent. Pasgage of the bill by the Chemder
of Deputies is also likely, although oppesition by Libezal, Socialist.
and Comwunist Party members will be atronger, Liberal suwpport for
leopold's return, after the resulis of the "popular censmltation® are
lmown, may not be forthcoming, howewer, unless he receives at lessi a
pajority wote in Flazders, Wallomis, and Brussals. In any eveni, coep-
%ro wersy over the royal questioa will provoke the most sc<rlous test to
date of the stability of the Coverament, vill delay declsions oz impor-
tant ecomonic prodlems, and mey solidify the posltion of the Secialisss
as o strong opposition force.

ITALY
Postuzonemant_of wificstion of nop-Gommmist lawr forces.likely

Browing appesition will probubly prevent mnification in
italy of the non-Comwunist labex forces this year, dven 1f the wnifi-
cation congress scheduled for B Novembsr is held, Thls congrese is
sponsored by the Christian Demecrat-sponscred /ree General Confederation
of Workers (ILCGIL) and the heads of the mederate Socislist~Bepublicen
Itelian Poderation of Labor (FIL). In recent weeks, increasing opposi-
tion to early wnification bhas bsen shown by the foliowing groups:
{1) certain prominont moderate Socialist political and labor lesdoers
ond, presumsbly, sheir followers; (2) the majority of the leaders of
the Republican Party; and (3) various leaders of the independent wilons
outside the Communist-tominated Gerersl Labor Confederation (CGIL).

Tha opposition of the fires two groupe is hased primarily on
the recognition that a wmerger of the LOIIL and the FIL at thelr
present membership lewels (L0GIL is approximately three times the size
of the FIL with its L400~500,000 merpbera) wonld mean o complete abacipiion
of the smaller organiznsticne. The leaders of the independent wnlons,
whose totud memtership 1s ot least as large as that of the FIL, distrusi
she political affiliations of the heads of both thess orgsnizotion. The
independonts insist thaot thelr autenomous wnions should initiate emd
direct lador unification becanse tiey are net handicapped by political
zias, aud are concerned soley with trads wanion problems.

= ik -
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Postporenent of unification wonld assure fuller exploitaiion
of membership potentizliities uy both the ICGIL and the FIL, The latterts
uppeal to non~Commumist elements vho are now or were formerly im the
CGIL =nd to unorganized workersd who find either Commumist or Catholie
doninetion unpalatabls would than be inereassd. As & result, the FIL
might varticipate more effectively at a later dete in the formation of
an orgonization streng enough to break the Communist hold on the Iialisn
labor novement. Besldes, more time is required to secure the collabora-
tion of the importent indepondent unione in any new laber orgamization,

- 15 -
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4ASTERN BUROPE

SOVIRT UNIOR

USSR opens negotintions between locel border commanders Yo koreatall

Tranian HetplinGoZy AGLE

The SovieteIranian dispute over the roturn of £4ftwen Iranion
soldiers, srporently being held as hoevages by the USSR, may be re-—
solved by negotiations repordedly waderway betwsen the Irsnian and
Seviet border commonders in the area vhere the Irzniany wers seised.
¥ollowing Irenian thrents $o ¢l se all Sovietd enteblighnents in
Iren, ingluding the Soviet hospital ond VOES (Soviet Cultural Agancy),
4% the Iranisn soldiers wore not returned prompily, the USSR has re-
1isced its entire personnel complement along the border gast of the
Gaspisn sea. In a conference badweon the new Scviet border commander
and the Iranisn border commander She Soviet of ficer raporiedly
nronised to consider the zaturn of the ironism goldiers. The Irenisn
governmend, which has secopted this lnteat Soviel move a8 &n indicabion
that the USSR imtends o retura the scldiers soon, has not implemented
its threats.

The USSR's Snavgueation of negotistions between %he ljocal bordsy
cemnandera is probably vrompted by & desire %o keep the digputse logal-
izpd se woll ss o gain time in ite efforks %o affect the returm ef
nun Soviet dafoeturs, for whom the Iranisn soldliers acs baing held as
hostages. Horoovsr, since the Soviet agencies in Iram sre especlsily
importent ¢ centors of Soviet aeplonage snd subveraion, the USSR
will probably aveid eggrsvating the current disputs te the peint
that the Iranian governuent will act %o close thase gatablishuonie.

2 October set for first intermations) posi-war communigt pesce
demonsiration

#International Perce Day,® pla nsd for 2 Octeber, ie the first
coprdinated, world-wide pesce demongtration staged by the Communlgis
sines the end of the war. Possibly timed %o eolincide with the Ud
Csneral Assembly session, the cccasion will provide the Conmuniabn
with a fresh opportunity %o point to the USSE as the sole champion
of peate. The underlying purpose of ¥his Zoviet pecce strabegy %9
%o strengthen national Comwunish parties by enlisting the suppers of
o8 meny non-Gommunists 25 possible end to induce tho magsses bto with-
hold suppert from thelr govermments.

Propaganda for pence is DY no mesns a DWW Communist tactie, A%
$he Sixth World Congress of the Commmnit International {(1928) i% woe

sepolved that 21l Communiat Partles would engsgs in Ppolitiesl, ox-
ganizationel, sgitationsl and propagendisiic work in preparation for

=35
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Internationsl Day for the fight cgainst impsrialist war and defansa
of the Soviet." Binpe then, yearly mass demonstrations for peace
wers orgenized, beginning 1 August 1929 and continuning until the
outbreck of lorld War 1.

While ihe snticipated propagends themos have glrezdy beon worn
threadbore, the Communists probably hope, by the resumption of their
pre~war tactic of simultaneous nase demonatrations, to give the
appesrance of wider support and more anthusiasm for the Soviet "peace
line than was exhibilsd at the recent peace congresses in Wroolaw,
Paris, New York and Mexzieo Ciiy.

USSR to get a larger shore from Swedish productlion

Under the 1946 1 bhiilion kromor oredit sgrecment the Sovlet
Purchasing Commission in Sweden has recently placed orders with
the Swedish elipyezds for fishing boate snd sailing frelghiers,
valusd at 40 nilliien kronor.

In view of pest Soviet reluctance te place orders because of
high Swedish prices, 1% is probable that the Sovicts had advance
information of the sterling erea develuation plan, since the ordsrs
wera placed at the former Swadish prices. As these coutracts do
no involve current exchange of goods, the Soviets have tekton advantage
of western currency revision o Gbilain the coniractas af 3073 26vings.

During 1948 Swedioh delivcries under the credit account were
ebout 40 miliion kroner. Earlier in 1049 Swedish officiels esiinabed
that, by the end of 1951, the Soviets would hove received only sbout
10O milion kromer worth of Swedish goods, Up to mow only 174 milliem
kroaor have beon utllized, enmd toial Soviet cormilments to de¥e
smount to 360 million kronor.

Pha Swetlsh deliveries are iikdy ¢o be much more extenaive during
the nex: tvo years, since come Limportrnt industries are Now reconiidering
certain Sovieot contracts whieh had previously bean rejected. ¥hile
the USSR 1s ustilizing the temporasry opportunity of lower exechengs valias
of the krona, Swadish industrialists sppevently have increased thair
insercet i Soviet coniraste in order 3¢ hodge egeinst possible econ=
traction of Western marikeds. ¢
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Sovzons of Germeny Aumping belowe-market-priced goods on West Germany
MarKess :

. Previcus reliebls information indicated that the Soviet Union
and its Sntellites were atudying the possibilitiss of dumping sgrisule
tural and surplug chomical products on morkets of Western Hurops.
One of the reosons advanced as poseible Soviet motive for sueh a course
of action was: “By underselling Western compstitors the Soviet bloe
gsn ostain dollars for the purchase of nuch-neadod machinery Ifrom the
Wost,

According fo recont information, the Soviet zone is now dumping
large quantities of hovsehold goods, chemitals, pazper, textiles axd
glags on Wert German merkots ab prices belicved %o be below real pro-
driction costa in erdar %o obtain West marks for in&mtrial purehnases
from We ¢ Germany.

It is not surprising that the Kremlir ghould resort to such
sction as a temporary cxpediient to sseure the necessary Yestern cup-
roncies for the purchasos of Vestern industrlal products which are
in short supply in the FBost, and aporadic astivisy cof this type shevid
logiezally de expected in the futurg.

YUGOSI.&VIA

Tito'e ponition would be strengthened by bacurity Couneil esent

At the current UR Genersl Assembly session Yugoslevia has
publiely ssserted its independence of Moseow mot only be dessrting
the Soviet bloc im voting on some Hast-We % issues, but, even mers
signific:ntly, by eoeking » sent on the UN Seecurity Gouncilo Ie
seccessful, Yugoelav membership on the Security Council would sirengthen
Tinls defiance of the USSR besavsse 4% would: (1) afford Yuposlavia a
atrategie position for directing UN attentlion to dangerous Sovied pPEOssUTe,
shus providing en additional deterrend -gainai Soviet sgorsssions (2)
increase the internsl and inéernations) prestige of the Tito regime, {3)
provide Tite with a mere inpressive rodtrum fiom vhich %o sssort the
ideologieal superiority of Yugoslav Communism %o Steliniem, thus on-
seureging the development of Titolet tendeneies in Comrunist parties
Shroughout the world and notably in the Far agt.
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Soviet renction to the elccetion of Yugoslavia ss a Ssourdity
touneil replacement for the Ultraine would be exiremsly antsgonistie,
rot only hecause of the losz of a mezt traditionslly rescrved for o
Soviet~bloc membar but even more because of the granting of that ssat
%o the Eremlin'e arch-enemy. The USSR would utilizs this issue ag
proof that Tugoslavia is now operating as & tool of the Western Fowors
sgaingt the People’s Democracies.

Yogoslavia ag a member of the Security Counell would have goms
¢iffieulty 4in following an independent line in the Security Couneil.
Fscense Tito 18 altempting o be tho tRue interproter of Communiem
end has to comipeté with tha USSR 4n suivort of Communist interests,
Yugoslavia éould be sxpedted %o vote often with the USSR againat the
Heat, Particularly , Tugsslavis would net side with %the "eapitslics®
VYest on iseues involving western éolonialism in the Hear and For Eost,
Cn many ZBaat-liest dssues, however, Tugoslavia would probably abetain
rather than antegoinize the Western Povers. But where Soviet and
Yugoslav interests clashed, as in Trisste or possibly Greece, Iugoslav:ia
would undoubtedly vobte against the USSR, Imn general, Yugoslavia would
nrobably adopt a policy of supporting the small nations against the
"imperialism" of the great powers, both East and West, o '

OZECROSLAVAKIA

Czech=Yugnslav traode continues

Czecheslovakial'e trade plans for August end September reportedly
Include an exchange of certain essential goods with Yugoslavia. In
retura for 20,000 tens of pyrites, 5 tons of mercury, 1,000 tons of
hemp, and 350 tons of gyveum, Czechoslovakia is to supvly Yugoslavia
vith 24,500 tons coks, 100 tons cable, and minor quantities of industrial
eqaipment Delieved designed expreasly to meet Yugoslov snecificationg.

This propesed interchangs 1s small in comparison with the former
volume of trade and may be a temporary erpediensy for both parties. The
cessation of Czech-Yugoolav trade in June 1949 has lef$ Czechoslovakis
eritiecslly short of pyrites and mercury and Yugoslaviz with an in—
adequate cupply of coke. Thorefors, despite the widening rift betwsen
Tito snd ths Eremlin, neither the Czechs nor the Yuzoslavs appears
disposed to let thelr political differences completely preclude the
neeting of immedliote sconomie reguirementa. Moreover, 1t is possible
that for political reasons ae well neither side is yeb willing %o
sever completely its relations with the other.
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Difficulties foreseen in Hung ry's smbitious Five-Yesr-Plam

The current Bungrrisn Three-Year-Plen will de coanleted, 1t is
officially claimed, seven months shead of schedule, and will b
repiaced by a drosd Five-Yerr~Plan for 1950-1954.

The Three-Year-Plan uss sssentially a reconstructive progren
aud was to lay the founfiation Zfor industrisl expension. As such,
the plan hes reached its gonls. In genmeral, production hes sttained
prewas lovels.

Ghjectives of the Five-Yeur~Plsn cim at & redical transform:tion
of the national sconomy, It 1s planned that the velus of industrisl
produciion will exceed thot of agriculture. Of the total 35 billjonm ¢
Zorinta %o be invested by ti:e wnd of 1§54, 17 billion will go Tor’
induastry and 6 billien for agriculiurs. ‘ :

o Pive-Tear-Plan sime predominantly at the development of heavy
sndustry, with 20 new vlants scheduled for the iron and mabhine
induatry, By 195%, the iren end machine indusiry is to account for
3% percent of all industrial preduction, as compered with 20 peraent.
in 1938, and eloctric energy vroduction,’for 4.5 nercent. These
proporiions are pleusidle if the industrisl goals are sttained. To
reallze this goal s toial of J00,000 new indusirial vorkers would be
rocrulted, most of whom would, 1initislly, be poorly qualified.

Traneportation fzellities must be expunded along with indua ey,
By the end of 195%, the communication system is %o eveoed the 1938
level by 65 percent. This gosl apnerrs possible sines nuch modermizetion
has alre-dy taken place in the zall lines end in modor transpor te
However, difficultles are being expericnced in the production of
locomotivaes, rail cere, snd river vessels, but, with expacted in-
créases in supilies and skilled labor, these may be overcoma. The
greztess difficulties will probrbly be experienced in highway traffie
sxpangion.

In ®he agricultural sector, the Five~Yerr-Flan calls for aa
increaws in livestock production, ean increcse in the average yleld
of wheat by 20 percent, sugsr beets by 30 nercent and alfalfa by
surroximately 8O percent, The fulfillment of these goanles 1z
dopendent upon sucewss of land reclamation and irrigstion projecis,
use of agriculturel machinery, fertilizers and high quality seed.
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ag_upsnw indaatyy shows increasing siene of Jolterloration
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Sigae of indoetricl sconamie deterioration in Hupgeyy bave boon
dnmorenging within the past fow wosks. The Hnmgavian fress, during
fmemet and Seplenber hag atepped up ¢ampalgns of critlelsm atincking
o enkire lmfmeirial personnsl, from mapegers o uwnskiiied laborers
‘e inntances cijed havs gorious commotationa whern reviewsd in con-
vext with the self-glorifying habite of the Comwrnist vress. Uritiocismg
nave ingluded instonces of groses inefficiendy, produ-tieon of dafeghive
soeis, lower und% production and absenteciem among werkers. Instances
a7 such daflciencisg have bsen cited A cceorring in the modeld
Hoitherr-Sehrants fnctory {vwhich e officislly prefucing tepalors and
e hean citsd in nnconfimmed intelli-ence raports s mriicipsdting
in way prodmesion). and in the danz VWeggon factory, anothsy model
nm#aﬂ 20 Gomuntat entsrprlsge. In local epasches Deputy Frias
inizter Fakoeel has gpolen discresdly of swceh failores.

The zeport of the Commundat farly Confersnse for Grevfexr Snds
{éﬂf@ of Hupsorisn industry iz concentroted in this area) alse =<:m}
¥ the maxy failures. In this wzeport, proedfunetivisy ¢f the maoals 4
i “ﬁugtf“ for the peried Fsobrunzy to Juiy 1647 is cdmidted Ho bare Jal
15, Im She Menfred Weiws iren factory, the percenttgs of waste &
risen Frvem 1% So 28%: ancther factory wis reporied to havs had ZUu
nhgentoas L0 ons day. Instances of lov lebor morale were alghlighted
=y oa repoert thh i sick raiisf hod Deen glven to workedrs whe wors sciunily
woifering fron aelf-infliched wownds.

in another relisble zeposrs $he vivlovs brsné of delericraticn in

mfscx'ﬂad 4% & nore gpeeific case hintoiy. In this case, axn 2EpSRILVE

urbszonsrator wne desingsd for productior im the Ganm Blectris J* 3hE:
5: A zn.on-m(ammumut, cli~regime, Lfochory erginesge. Hith the ase
the Dommuniet ensinecrs, the origianel plorme wore dlscarded end

somplieted by tha ilatier. In the desipy: #2d consbructiion of ths 1
!S:.miu..tiaa Fpineiples™ wers employed in Yeceaomizing on moferis)
sopthonea. ¥

f

i
51w

Jue ¥

Weialn for the mew vnit wero Degur &n Appil IONO. A o Tmewld
the fauldy Gesien of the nunily, the siuchvic wiring was imrned
o fTisl was & filurs. The eama process vas rapsitisd tvice.
o Ae ?ngzmd ewny in & doserted shed ot the elecirie fretory.

the boilidine ef such uniss, the power progwam will fail.
siure of tadiy needed mower vuipnit. Ipfusitrial prodacti
o 1

e %o decline, 28 well as sufdor frem wasteial m
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¥ith the exception of the livestock progrom fhese sgricultural
targstn sesm overly optomistise, since sgriculiuwral goals =ve in
& lerge measure dependent on euccess of the industrial progrsm.

it 190t 1lkely that the Hungurisn econony tan maka such airides
in all sectors. The expsnsion plamned for industry will mesd 3ot~
bagks in pther srecs of produetion. USSE assletomes is imverative.
Othervise Hungery's Five~Ysar-Plan will remein largely unfulfilled.

¥idespread renercussicns of Rajk troil

he Rejk trial, vhich recently ended with dsath smeniences foz
the prineipsl defendants, will heve revercussions mot only im Erstern
Farope but alsoe emong Communist snd fellew travelling grouns overy-
where. Testimony given by the accused during the trial hes included
dsposition that Titowsponsored anti~Stolinist plots exlist in Czechoslovekia
and Poiand siniler %o the one in Hungery rnd that oncoverad esylizp in
Aibvania, Extensive publieity hag been given thr ughout Basterz Huwrons
to theae accusadions with emphasis on the werning thot thoe Eastern
Furopsan narties must be wigilant ogaine$ infiltration of enemy sgenta.®
By eslling Rajk rnd his followers ~gente of Weatern imperisliesm, ihe
Cominfornists have tried o camouwflaze the 8711t in the varty; HGovwever
Fravés frankly admitied thot artlonallist deviationiem s the eriue,

The Cominform vrepegonds buildep msy be the forepmnner of similar
verezes in Polond snd Gzechoslovakia, and nosgt ccrtalnly will resol$ in
a Purther tightening of party discipline and increased emphasis on
ideslogical sdusation throughout the Sriellites, With a vurge long
overdue in the hetercgzeneous Czech Party, the Bajk effair may instigate
8 widsaproad sereening of its 2,300,000 members, which would probably
oulminats in a shskeup on the top leval, Jakod Berman, = mkaber of
the Polish Communist¢ Farty politbure, warned recsntly thri selthough
an attemps at deviationuhad sircady baesn frustrated Dy bringing
Garulke into line, the denger still had %o be daalé with in the
oversized Party., Ia MHung vy, 3teelf, the Bejk affair has provoied
another of the serlies of purges, besgnn o yesr sgo, almed at reducing
the pacty from over s mlliion nembers %o 250,000.

There will slsa be longer-term consoguences of the Rajk aiiely
on the affectiveness of Soviet propogards spd idecloglesl appesl in
the general piciture of World Communism.- A similar phebomenon, ithae

Hoseow trisls of 19761948, temporarily turned numbers of lef j-wing
intsllectuals pgainat the Kremlin. Af%er the furer had died down,
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nowsver, many returned %o the party lime, especially after the
Cermen atbtack on the USSR, The esmo sort of confuslonm ond dis-
iiluplonment, evoked ipitislly by the Eremlin®s sonduct Soward

Pito, but brought into sharp focue by the Redk triel, is now evidugnt
in Gowmunist, fellow-traveller end leftist intellecitual circles.

The cesential &ifferences betwesn the 1938 situabtion amd that of
jodey, however, are (1) that there §s now in the pevson of Titu

& lesder of a Communist stote who whc L3 extremeiy sdept iuv polubing
out the contradictions betwean Soviet stotements and Soviat belzvia
and (2) Soviet imperislism egeinst ostenrslbly isdepondent stetes is
involived 4n the corrent purges whercae the 1938 affalr 4id not
involve this issue. Yugoslaw propagandie, now meking eapital of

the Rmjk trinl, moy be expetted continually to revert to the trisd
2 @0 exsmple of Soviet duplicity and sggreselon. The seriss of
netlonolist trisls in Bastern Europs, of which the Rajk affair
soperently forme a park, indlccSes the insbility of the Cominfny¥nists
o aolve the underlying problem.

BULGARIA

Eosbov's trisl to hit Satellits sconomic notionsliem

Feotuping economie rather then politiesl devistionism, %he
trigl of Traicho Kostov, Bulgeria’s former svonomic cdmindstrator
and secondersnking Communist, will form znother in the guries of
triaie presently being staged in the salellites %o demonsiraie
the Tutility of eny satellite Communisd following a nationalle$ noliey.

fven without faleificrbion of the record the Covernment will be
able to presont abundant evidence thot the original cherge meds
ageinnd Kostov--that he had engaged In enti-Sovied astiviby=--is True.
A% the %ime of the originel acousstion in April 1949, the only bint
of Hostov's snti-Soviet mtiitude w8 n» repordt %hot a speech he Bad
node to the Firth Psrty Congress in December 1948 hed beon alterad
8% tho last m'nute %o siress the indispensability ¢f the USSR %o
Bulgarian seonomlie developmend, 58 well =8 the nacessity of
sventualiy nrtionelizing sgricultors. A hint of Kostovis lesnmings
wes given by the revelation that he had invoked the State Secrnis
Law ageinat Sovlist economic representeilves, Hers recendly &% ban
been crodibly seported that Kostov attappied %o use information
gathored by & r:de wmission in 1947 ve & beslis for the thesls, idvoneed
at the Decembor 1948 Party Congrees, that Balg ris would profit muwe
Prom Grads with the other setellites than wilh ths USSR.

P
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Inssmuch om the rovslation thot Kostov sought to libercte
Bulgeris's sconony from the USSR would malke him s local hero,
the stabs will doubtlesna attempt to prove that his real purpseo
wes S0 deliver Bulgaria, es Tito d4id Tugoslavia, %o the imperialist
Host. Aveilable reporte indiecnte that Bulgerian Cominformists
have alvendy begun prepering evidence to substentiate such choPgsn.
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&

Sppesition bo Syriom-~Iragi vmisn

Incresaing opposition fyom variocns gouartersz %o uwnion batwasn
Syria and Irag makes it unlikely that the eschemse will de adopted at
this time. Within Syria, the Ikhwmn al-Muslimin (the Moslea Brothers),
the Arab Resurrectien Party, the Communists, and the Asseciation of
iNemna {religieus leaders) look upoen ths propased unien as & thwveat
%v Syrian sovereisnty. Certain Syrian Arsy officers, morscvesr, huavs
telen 4% upon themeselves te inform the interla goveramsat thot 1% dees
noet have the legal risght to nmoke commitments acw. Strong objeation is
alze felt to making Syria & momarchy or o exbtendinz to Syria the
Enzlo-Iragql treaty of 1930, and there even appears e be a surions
#plid within the eabinet ou the subjset. I $he plaon dees act fourder
e thoe opoositior wlthin Syris iteelf, 1% atill mmat conbend with 3he
Fforamidable objesctions of ether Aynd countrlse. dJordan, Sandi Arablsz,
Berph, end Lebanon view the propessl ag & threat Lo thelr respsetive
smbitions or intsrests, and all of thece states wllil sitempt to wder-
wine she plan. It thus apoears that divisive tondoneiss withim the
Arab world will egain prove stronger than cenizipetal forces amd wilil
nocessitate postpenenent of this step toward unity-—aven the union of
enly btwe stobee.

Meanwhile, Shukxi Qnwatli, formsr Presidens of Syvria, and
wonil Mardam, Price Minister, hoth cusied froam offive by Zalm, are
in Ezgpi. Both men were long connectoed with the Syrien Bepublie smd
5511l commend sizedle suppord in dissident political and even wmilitery
airelsn, Aw¢ Syrian oppeaition %o union with Iveq grows, thece fwo
figures pey possibly attempt o teke advantage of the upstable poii-~
tical atmosphere to asgume An active rels once weye in Syrian affairs.

GEBEFRCE

Xovpagos and the premlezghin

Groelk pelitizal circles hewe rocently become increasingly
seitated over the posgibllity that the slmest unprecedsuted vrestise
which Commander ir Chief Papagos nov enjoys nay 283ve 38 & Sprifg-
board Tor the smbitions of hiaz friend and vollitical menter, Spyros
¥arknzinis, who aspires $0 2 domipment politlcal rele. Simce he wag
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susted from the cabinet last April, Markezinds hag taken paine

o streongtheon hie tise with influential segnents of the ceniter and
mnderate right and to maintain his close parsonsl relatiomship wiin
Fapogos and the ¥Wing. ¥is recont mogessilion that Papagos be drafiad
% hend the non~political "smervice” govarzment traditionmelly eebal-
1ighed prior to mational slectioma, amd that the conghtitutionsl
tomurs of this goveroment be extended from foriy-fivs days te nins
months, evidently represents his bid for political pawsr. Although
Fnpagos himself i3 & men of very high principles and apparently
witheutd pelitical smbitions, his strong asnse of discipline and hig
tendency to follew Markezizls? political asdvice might lead him ast
gealy to acespt the resvensibility of the premiership but aleo %o
Join in efforts %o strengthen the sxscutive arm 2% the expense of
the parliicmsnt.

The zelection of Fapagom, now slsvated te the sxalied ranl
»f marshal, will be difficuit to block, in view ol the great pepu-
jarity hie wilitery suecoss haa given him. However, & personal
fand LeSwesn Markezinis and Populiet leader Tenldnrig, 28 well az
a general fear in politiesl cireles of Morkesinie' pronounced ability
sad driving ambition, will prompt acme oppssiiion b0 ouy move %9
doa¥t FParegos. The roonlt mey be the sslscitien of & less pepular
but also lsoe covbroversial figure, such ag the present non-politicsnl
Fremier, Dismedes. The question of a service gevernmeont will proiobly
susome increasing imporiance during the winter, imsamch ae the
gloactione are likely %o be acheduled for early naxt spring.

J CBDAR

Abdullab apd Areb Palestipe

The formel incorperation of Arab Palestine inje Jordma will
yrobably be proclaimed during the next fsw momths. King Abduilahis
wabural kesnness for fommal annexation hes been whettod by zwmors oFf
Syrioa~-Iragl union, and he recertly made & goecd-will tour emong hils
vibjecte~to-be. For all practical admimictrative purposss, &rsd
Falewtine is already se much a part of Jordem az the arsas of Puleg~
sime occupisd by the Iegaelis ave & pert of Israesl., ¥ntil amexstion
tacenes offieisl, however, varicus anti-Hashimite groups in Peleatins
will contimue to mgitate againsgt the scheme although Shelr inabilisy
to work together and thely wesknese before Jordan's Aralh Legion maXe
lacal oprosition a negligible faster. The other Arad states new
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20%P apresr resigzned to anvexation. Hmminmlessshiesedesiiion

Jordau. Ammexzntion under esach circumsiences would enhance LG &
prectige snd would groatly inorease the geourify of the Palestinian
Arabe.

AFGHANISTAN

Difficult relations with Fakistan

Yhe Government of Fakistan is adopting 2 hard attliude
soward Afghenistan, baving concluded that any conclliatory or oe-
spsrative gestures are ineffective and ere viewed as svidence of
weskness by the Afghans. Pakistan's recent curtallment of frelght
vgbntes om petrelenn preducts bouwad for Afghunisizn wey be enly the
first mapifestation of this attitnde. The GOP apparsnily intends
o falfill strictly &ll trsaty obligations with regerd te the
raseage of goods through Fakistan and othervisze %o meintain 2
severoly corrscht position in it relations with Afghenisien. It
sg belleved, however, thai the GOP also intends %o refuee anry fevezs
the Afghan Government may now ask of i% and to discortlnue apy coix-
nessions not legally required 2s in the case of transportation re-
hakea. Thig attitvde is reportedly based on the convicotlon thet oniy
thas can the Afghen Guvermment be mede %o realize the desirabllity
¥ mofdsretion and collasboration with respset to the tridal dlemts
and other matters of disagreament,.

Agheniston's land-locked position, 1te dependence on Paleiptan
<“or normel hrade chammsle, and the currens Afghan fiumancial erisic
are smeh thas Pakisten may bs able to impose enonemic pressures o
a sort %o force Afghenistan to adopt a wmore conciliatory eb%itude.
A pecent affer by the Afghan Forsiga Minlater of fanegrditionnl nugd-
s3ation’ of Afghas-Pokistan dissgrecments may be svidenecs that ahall-
3iom of tho reilwsy coucession rates hax alweady had a sobering aIfand
npom the Afghens., However, auw the Afghmns have iailed be defins itheid
meaning of “uncendilionri® and as Vhe GOP, though wiiling %o negusiate
on matters pertaining to the economic development of the tribal zrom sBé
an nabiers of intermal tribal administradion, wiil not negotiate =n
the steins of bthe tgibal aren, the offer may come bto nothing. Fouriihei-
worTe, the donger exists thet am intensificaticn of svonomisc pPresuurss,
1f duo in part e actlons bty Pakietan, mey result in further intraneie
senge soward Pekisten on the Afghaus! pard, with inereased retaliation
Wy the PakXistunis resulting in e sericus cavtrilmsnt of Afzhamisian’s
sutlets through Pokietan.
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AFGHARISTAN

The Indian subcontinent hae lomg dsen whal might be termed
$he front ooy to Afghaninten, and thus Afghanistonts beek hee been
to Emesia. If the Afghanme feel that the front deox le closed, they
uey turn mors and more hLoward the USSR for ths scke of ecomomic re-
1ief, secopiing as a calculated risk the possibilliy of drastic
political develemmente resuliing therefrem. Im the msaniime, a
much-noeted loen Ffzom the Export-Import Bank remains veeuthorized.
despite the imporsnce of that lean $o Afghen-US relations. |

HOTED IN BRIEF

Azpb=larseli peage %halls under conplderetion

The fersibility of holding dirsct Arsb~lrraecli peace alie
trrongh the medivs of the Mixed Arnistics Uomaicaion g wnder gon-
aideration by Cemeral Riley, who is concornei over the inpermanenes
of currens armistics terms. He bellaeves that de facto agraesmondsz on
a wide rapsze of relatively minor subjecte might well lead to parin-
nent sotllement of the basic lesues. Moreoved; there are indisatlions
that Eeypt and Jordan moy be giving ear to Igraelie overturess for
direat nogotiations. Israel's adamand atnnd on such maticrs as
voPasees end territerial bhoundarles. however, sugegests that Jordzn
and Egypt would grim little Ifrom partiocipating in Iaraeli-—spunasyed
direct nego$iations.

Proposed Sondi Arabien loan to Syria

comdi Avabin's proposed $6 million loan to Syria, for ths
purpose of cemcnting relaiions with “the blood Trothsr ceuntry,” will
not be concluded. Ths Saudd Govermment epporently believes chaviiy
bvegins ot home and has dipped inte the allocated Poads to the axbtent
of §5 miliden in ovder te meet its ovk oblipniione. By improving
248 immefiste Finawncial pesitien to the detrinont of Syvia's, Sumdd
Arebis hus as usvual spent im advanca #n irporinnt eource of inoeme.
Phe $6 millien. berrowad Irea the Banque de 3 {nde-Ghine. was
gnarentoed by sn off-shore oil remtal of $2 miliien per year. Thig
geures of inceme will mow be lost o Sondi Arabla until the emd ok

1551,
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FOTED XE BRIEF

isrzasl allesss mistreatment Irsgl Jewe

Iraqi Jewe have been diseriminated sgainst for centuries,
wubt there appenre $0 be 1ittle evidence to support the Isrzaeld claiwm
that seme 2,000 Jews in Irag have recently bsen arrestaed or placed
in soncentradion cemps. During the Palesting trovbles, the Iragi
Govermnent has (eolt harshly with certnin Jewlsh indlividusls aocuzwi
»¥ Coamunist or Zionist activity, but in gener:d i% has exewbed ibsell
o proteot Iragle Jews Zrom mob actio-. Israeils allsgations, whish
may boe efficially mumitted to the UN in the nenr fobture, are prabably

which wiil
come befere the UF whesn the Beonomic Svrvey Mission sulmiis o pre-
1ininary report about 10 Hovamber.

M2llle oo onbionz awive? B Slaeeloes

Blestions for the new (XVI) Mejlis hews been mariked hy
aome scattersd diverdere apd denonstrations agsimet sileged gov-
grrment Interference. A contest between Sunni avnd Shish factions
szapted inte viclenss iz the south, and in Tehram s amall eppoei-
tlonist gremp condueted a determined but unenccessful protest
agalnet "rigeed oleationg® before the Shah. Neverthelaes, regporks
indicate that ths govervment is interfering leus im the alestions
than ever before. Indeed, the very fact that demonsitrations are
being pernitted wvggests a certaln willingeess ox ths part of she
gevernment to accent Firee” glestlons srd thelr tPappings.

First shizpent Soviet wheat in Iran

Iy Tiret shipment of Soviet wheat %0 Iren arriveid in the
northern horder aren at Julfa on 20 October, according o the
Irenisn prose. As additional shipments are received, the pra-
gerveticn of interanl sscority im Azexbalijan, vhich wnpe vegivning
% e thraentened in the fremtier sreas bty acute fond showxtagoes,
ghorld beeoms less of a preblem for the Iranisp muthoritics.

mwm
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or Libva

The UK political subeommittee’s plap for ILibya, pmvidizg

ior ultinate indeaponfence apd membership in ths UK afler o pesind
of administration under a UN high cozmlssioner aszisted I 2 maléi-~
enbtion advieosy council, pienses the Avabs amdi spresess the ISalisuc.
Sritish suthorities in Tripoliismis, howsver, have not taken kisdly

. %0 the plan, charging that it would maks for cumberseue z2dministon-
tion and expreseing doubt as to Libya's readiness for indspendsnos
in 1952, thae date specified in the plan. Heverthelses, this gcheme
sppanra to be the only couprumlise solutien assuring contimmsace of

| UE-US sitratesic bases in Iidys which is capable of wiming a twe
thirds vote in the Geperal Assexmbly. :

fzemder-daslguate of Cyrepaicn missing

Tho Cyremnicang are having trouble ostablishing their aew
govermment becanse Premler-~desisnate Fothi Eekhia is winsing and
comnst bo found. JI% iz romored that Xekhis, a eucoessful aebtorey
in Alezandiia, snd his wife, vhe enjoys Alexandria‘s gocial gotivity,
are not entlmsiastio about the gemevhat dubious rewards of politienl

garvice in Crrenaiea,

Zrade difficulties in Mogenbique

Cvarorowied conditions at the port of Beirs in Hozambique,
at present the moat importent outlet for Scuthern Hhodselan chyoms
reguired by the US steckpiling pregrem, sy be plloviatsd somewhsd
sz mechanienl Smprovements prujected by the Portupuese Oovernmen?
got undsr way. Increased imports inte the Bhodssis Sogether wikn
wartlime deterioration of facilities ai Boira have limited the
srrual sxport of chyome. Although Sonthera Bhodesiz normally
wepplies only about 10% (30,000 tens) of US chrome impores, US
¥irms have coutracted for 300,000 tens of tho tacklog whick eannet
be moved from the mines becanse of the Beirs bottleneck. Tas
short-berm improvemsnts, which inclinde mechsnieal ore~hand) ing
feollitles, shonld be oempleted in olghtger months and 411 in-
“rease pord and vallway fasilities to the extent asceenary to
ness minimune US strategic materials requireanents fien {hie arsa.

4300-'

SECRER
Approved For Release 2000/09/07 : CIA-RDP67-00059A000400110020-3



Approved For Release ;000/09/07 : CIA-RDP67-00059A000400110020-3

SECHET

FAR EAST - PACGIFIGC
CHINA

Snited Lrond? on yeeoenition may not hold

7ha funited fromt® of the Joaling nations of Asis amd the
est, in regard to the ¢mecticn of de Juve recognition of the Comvmring=
controlied People's Republic as ths Hational CGovermncat ¢f China, suy
collspae before the end of this year, The Comwuniste. bslieving thng
& bresk in the "mited front® on the part of cno najer power would
csusa the disselntion of the entire struchure, arve sndeavoring (o sy
susde certain major powers, and espeelelly the UF and Indie, thel {heir
intevestz in Chine canvod Lo protsctod oy advaneed in the sbsence of
vaeogpltion, The UK and Indla are kunown %0 be wors faverably dispossd
o granting rapld recognition than is the US, and » conference of %op
M\ officiala in Scouthesst Asin, schefuled for uext meath in Singenors,
will unndonbiedly tske vp this gquestion.

india appears to bave been improssed primsrily bty the nstionsi-
istic notivation, rather thonm by the Compmmist dominstion, of the Chinase
vevelutlion. Horegver, India doss not regret She dacline of the Eniicnmlist
roglne., which it regavds s dependont vpes and sudbservient to ths West,
Alshough India prebobly will not recognize the Peoplels Republic wiithout
warning the US ond the UK of 18s intention, 1% is gquite likely to accerd
recogaition in spite of US-UK objlections. This muy happen at eny ine
spd is anticipated before 1950, unless the implications of sesbing ihe
Chinese Comumnists on the U¥ Segurity Comacil {sspsolally in regexd to
the Kastmiz issuc) should preve ap overyiding consideretion.

25X6

OURETVETE Ve, On TRe CORLHEN
that Titoisa will dovelop in China, if st all, omly after dhe Feopls!
Repeblic has been foresd into scomomic deperdence om the USSR and hme
got itp i1l of Sovied explodtetion in the nase of “friendship.®

- )
SECHET
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CHINA

Sgachvan sppears nest oo Commuaing list

The casy Commmpist occupation of Canton haes redueced Sstiomelist
sendrel In mainland China ¢o the scusthvestern provinoes of Sszechwen,
Xyeichow, Yunnen, and Ewengei. Ssechwan, China's post popilous poyp-
vines, ond ite majow eltles, Chungking and Chsngiu, are ths most
invisting objectivee for tho nexi Commanist offensive. An abttadk op
Suschwan nay bYegin within the next twe weoks and the Provincels wmojes
eonters probably will bhe in Commmmist hande by the ond of 1949,

The high, rugged mowmtains surrovnding Szschwen limid vesesible
avernes of invasion., From the north, the most suitable route fer mojor
sroop movenents is the mountaln highway scuth from Hencheng in Shensi,
o Rwengyuan in Sgechwsn, spd theneer to the Szechwen bagin snd the
eities of Chengbtu and Chuunghing. From the eas:, there are $twe roafis:
gns Lrow the Patung-Fashilh area of nortbwsst Hupeh and the ather fron
tha Chengte-Yuanling area in Funen. These roubtss join Jjust insids the
Szachwen border and fyom theore a single road leads directiy o Chuagking,
sowe 190 miles Lwrther west. From the souvih, o hishwey leande to Chuma-
king from Kwelyang, capltal of Ewelchow, & 1little over 200 miles o o
aoath, A% the present time, the Commwonistsz ave im nssition al only ons
of these four dsparbure points, the ares of Changis and Tuanling in
Honga.

Hancheng in Shons? is Hu Teung-nen's prescui beoadquarters, I¢
is bvellaved that Hu son muster no nore than 20 %o 25 Sthousand combab
effectives despite all Hatiomnlist reporis to the conbtrary. The morals
28 Buls foreces is oitifully low and his fleld-generslehip leaves smch
e be denired. The Patung—Fnohik aree of Hupeh is presently defended by
some 100,000 men wader Sung Hsi-lien, Nooinslly onder Pai Chungelislic
cemmand, Suag 1s considered unreliable and is expscted to offer no nors
vhan “facg-anving® rosistence at best,

within the beumdaries of Sgechwon, there are seme 35,000
Untlenalint troops an well sz an wadsternined numbsr of indiffersni
eravinelal levies, together with small forces wbke ove alleglance $o nong
buk their individual warlord comumemders. Against thess troops tho fene
mwaliate cen throw the 150,000 mew of Peng Teh-lualla First Field Army.
a0 waell az slements Trom the commands of Liwv Po-cheng and Lin Piao,
tevalling more than that number. These are firsi-ddess forces, capmbly
of everrumning the defengses of the wrovince in shori sardor sud the selqal
iszmohing of the Comaanist attack presumably awaits the rediaposition of
shvne broopo. Thiz redispositien, while Unrevozted ns yat., 18 prolubly
airveady well mdsr way,
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Although the French last week momrted an attack on the Viet~
namesa reaistance stronghold of Vinh, an important arms-smugsiing
pord.possession of which has been unchallenged for nsarly three ysars,
ofZicial comuniquss offer little hope that the over-all Fremeh
military nosition will be improved in the mear future. Arrival of
aome ten tinvisand reinforcements from France and Nozth Afriee duriug
tha past several momths(bringing troop strength in Indochins up to
approxinately 130,520) has not reversed the steady deterloration of
ihe French position in jorsc out of four major fighting areas, Only
in tho Hanol arsa has there been any improwement.

Indicative of & growing desperation on the part of the French
conmand. s the willingnesz to taks military measures prejudicial beth
to the jmmodiate and to the long-run well-being of ths Indochinese
stonomy. Fruit trees and cocomat palme bordering on milltary routes
heve been cul down in large numbers for reasons of military eecurity.
Hellroad workshops and rolling stock in resisisnce areas have been
destroyed, Hearly a thousand junks and sampans plying the river net-
work of Cochinchina were sunk in recent operations, thus aggravating
o shortege of rice in Salgon, alresdy made severe Ly & resiotence
viockads of the major producing area to the wast, Rics exports fer
the first half of 1549, as a result, were about BZ of prewar.

Fesistance capabilities, on the other hend, appear $o be in-
proving, French Eigh Commigsioner Pignon has stated that Vietnamese
wmilitary operations have pasesd beyond ths gusrrilla stege and that a
“ppal war? is now under way in Tenkin. Ths southern advaunce of the
Chiness Communists is expected to permit a flow of arms fLrom China into
Vietnameze resistance areas, thus imposing a further strain on French
vesourcss in order to counter such inereasing pressure. During the
threse yoer pericd ending in 1948, French milit expenditures in Inde-~
chins totalled more thaa 430 million dollars (%sr{, It 8 ectimated
that operations for 1949 will require an incresse of 60% over the
previcus year's expenditurcs, The time sppears te be zpproaching
rapidly when the French will be faced with the chelce of granting full

savereignty $o Vietpan, or actepting the consequances of a costly
nilitary disseler,

SECHET
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Gessp-fire vAolatians thresten Round Zable ConZerenss

Cherges 6f violatlion of thse hitherto repuonably éuecessiul
Hetherlapds-Republican cesse~fire sgréoment bave increased to the
point vhere current negotiations st the Bomnd Talle Confevencs of
The Hogne may well be endangersd. Althovgh no atfacks have besu
sonetionsd by eithsr side, several armed clashes and & dejerioration
of officisl relationships, have resulted in rising tonelon duiring
rogent weelrs wntil, at present, widespread fighting iz throatensd
throughout East Java.

Ragent Dutch complaints that their military positiond are
teing wndernined by the "infiltration” of Republican forces in ascox-—
dapce with a well-defined plen have brought Republican repliés that
the alleged infiltration process is nothing mors than the omergence
of tmderground umits slready present in the areas concerned., Dutch
chsiges that Bepublican~sponsored "shadow administrations® are foreibly
replacing Dutch-established oivil governments in certain rural locallties
aye comptersd by Bepwblican explanations simfilar to those offersd for
their infiltration tactics, The Dutch hawve cloimed, further, that the
Republican Army is being infiltrated by great nunbors of exirvemists,
who hold ne sllsgiance %o the Sukarno govermment aznd will be in a
position to overthwow the Republic as soon as Dubch soveraigaty is
relinonished. The Republicena suy thet this poril is greatly exag-
cereted., The Republicang maintain that, according to the truce agres~
ments, the Army was %o be supplied with food and clothing bty tho Duteh
duving the truce and that thie hat not bLeen dene, REepublican spokesmen
put the blame for increasing impatisnce and lmoting in their army on
this lack of food and clothing. The Dutch deny such an uhderstanding.
slthodzh adnlsting & reteat informal sgreemsnt to ald cerieln mite ia
West Jova. Howgver, thoy say that legistics problems have deleyed the
fulfillment of this prohulide.

Hecently, perhaps as a vesult of uwnsasiness boih over thelw
exposed positions amd the genoral deteriorstion of relsations, the Dotch
on several occasisns havs surrovhfed asd disaymed msmoll guerrillo bands,
The Republiéams, in turn, have retaliated by asbushing a puaber of
Dutch patrols. Instead of seitlement of such incidents oa the level
of local militsry command, they areé being vigodously argued ab high
government levils., This week, the Republicaa Minlster of DeZenas pub~-.
licly socused the Dutch of legalistic “unreacorablensss® and steted that,
a8 the resnlt, "a rapidly deterloreting situation® was devsloping which
could result in open warfare thr ughout Juwa snd Sumadre. The Dutch
counteraed the Vefsnee Minister®s charge by stating that such public
criticiam, in itself, was a violation of tne $ruce agreement, Heanwhile,
%enelon in Indonesia i3 mouating to the point where = single merious armed
clash might well lead to a general conflict. Shovld such hostiliiles colRenca,
apy successfvl termination of the Hagus Conference would be highly improbable,
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PHILIFPINES

Yiclence threatens ths Philippines as the bitterly-contested
presldeniial campalgn entere its finol three weeke, Sporadic gunplay
has already been raported at widely separated polnts-~the latest inel-
dent being the murder of = provinclial cempeign manager for the minority
Hactionalistas on 16 Ogkober. Barlier., = minority poll inspsctor was
killed and four nther recent killings have been attributed to politiesl
strife, '

A high HMecionaslista hos stated that hie party is orgenising
combat vnits, composed of men "not afrald to dle," to preveni election
fraude and countersot entlcipated terrorism by Quirinmets Liberal Parsy
and the fovernment Constalmlery during the 8 November slecilon. Upen
vetorning from a cempaizn tour last weelk, Haclonellsta candidaste laurel
charged "thare are definite indications of framd and terrorism in the
BrOVINCAs ..o Bayond the ballot, thus paralyzed and viclated, what
ather recourse is there for the people tet recowrss of arme?®

Toe GCowrnmant is aware of the dangers of gleetien disturbances
by all factions, iaclvding the Comummistz, aud is appareatly making
gerious efforts o conitzol the situation. Maplla police have conducied
vaids in the capital clty to uhcower subversive activities and the Come
stalmlary has once again levachied an anti-Huk drive in cepiral Imzon to
Selear the grownd® for the coming election., Hevoriheless, ountbrezks
»f lawlessoness are expescted throughout the Republic om £ Hovembex.
I1lieit firearms are plentiful and the strong sentiments counected with
the election contoat moke sporadic incldents of vidlence & certalnty.
#Irrogularities® at the polls, including "termites in tne bsllet boxes,"
will farndsh supporters of zll politicsl factione with ample excuse for
disturbances., The Government's law-enforelng asgencles, howsver, are
daemed capable of keeping the situation wnder conirel,

=35 ”3i
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HO0TED IX¥ BRIRPW®

Bows Notes on Chins

Senator Smith {R., New Jersey) arrived on Taiwan on 16 Octeler
in General MacArthurls persohal plane. Senator Smith “exchanged
versonal views® with Chisng Kai-shek in o two-bour mseting. Ysneral
Chennawnl$ artrived from Hong Kong on the same dgy. A Hationsilas
atation, calling itself “The Volce of Free China,¥ has begun broad-
casting from Paiven,

-
The Nutionalists lest thelr last two major porss on the Chi-
nese mainland when the Cozmunists walked into Canton and Amoy on
15 and 17 Octoler, Those ports, ths only omse of say size remeining
in Nationalist hende, wébrk abendoned without a Light.

Shanghel zuffered ite heaviast alr attack to date on 15 Octoter,
The bombing was deseribed as Pinascurate® snd "indiscriminate.® A i
L1 Teung-jen emissary has reported that Pal Chuhg-hsi suffewed "heavy
losses® when he wea forcsd by the “Generalissimn's %reacbery” to
fight his way out of Hemgyang.

and st Lewrenge Sharkey

Toe Australian High Court has uphsld the comviotion
Eecmtaxyé-(ieneral of the Austrzlian Communist Party, La;»a::eté‘;hlzarkey,
<or sedition. Sharkay’s conviction, which carried a three-year prison
term, resulted from a statement made last Mareh in which, among othar
thinge, he implied that Awstrslian workers should support Soviet
forces lu the ovent of a USSR invasion, On the Crown's contention
that such words expressed an intent to incite disaffection, Sharkay
vas convicted laat Jume by o lower court, but sentence was withheid
pending an appeal to the HEigh Cours against the constitutionality
of the Crimes Act -~the statute wder which he vas charged,

SECRET
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The Libersl Party will probably try to gain control of the
Colombian Workers' Confadoration (CT0), a CTAL affiliate, at the
confederationts tenth natlonal congrees meeting 28 Octodter in Bogota.
Although the Communist membership of the confederation is extremely
small, that party has, to date, succeeded in dominating this organize-
tion naialy through its greater coheelvenees and skill inm parllementary
procedure. The Communiste have been aided in this also bty the fact
that the Libersls are singularly lacking in good labor leaders, and
that a% loast come of the left-wing Liberals have supported the Com-
mmlsts in the confederation, New, hewevwer, iu view of the growing
anti-Communist feeling in Colembia, continved Commumist domimation of
the Libersl-backsd confedsration is o serious political hendicap o
the Libsrels in the coming presidentizl election., The Liberal Party
recently meds its first officlisl enti-Comeumist promouncement and
caused 1o split in the party, It is therefore in & good pesition to
nehe a greater offort then ever before to dislodge ths Cormumists
from all dircctive poste in the confedsratioh, and has a falr chance
af success,

ARGERTINA

Concern. for stebility eedd Lo Wademocratic nrackises

Comtrary to the favorabls indications of a few weeks ago, it
nov appears that apprehension for the future is leading the Peron
administrotion o resort more extensively to anti-democratic methods
than previnusly soemed probabls, This epprehension hos led to recsnt
politically dafensive meosures contrary to the spirt of dsmooracy.
such as 2 "gag law® providing imprisonment for offenders ageinsi the
dignity of public ofiicials =nd a regulation which makes the formation
or continuance of political parties sublect to the discretion of {he
Peron~dominated faderal jJudicinry. Farther, the Covernment lhss in-
ereasad its survelllance of disaffected elements in the military es-
toblishmant as well as in labor wniens; bas strengthensd %he Casa
Zesada Sceret Police and the Federal Police; and has appointed exireme
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nationalists to some key govermment poste-~avidsntly =8 an attempt

to sppease the right-wing army faciion. It is significant also

that the Covernment hua delilerately tried %o conceal the seriousness
»f its economlc problems fronm the public,

tnderiying this uvneasy eitvatinn are the persistence of malad-
justments in the Avgentine economy and the administration's fear thay
economic Teform camnot be implemented in time to avert labor disorder
and & poasibdle rightist subversive resciiom. Although fmportant
measures toward a asguder aconomic policy continue 0 be pushed by
the Government--notably efforts to expmnd trads, particularly with
the US, and & shift in emphasis frox industrialization to agricultural
development--inflationary pressures persist, and labor is evpected to
become increasingly demanding., Morecver, the Government's steadily
dimintshing financlal resources restrict 1%s abllity to continue to
spend, a8 it has in the past, large sums for speclal laber benefits,
The only alteznative to repudiation of these tenefiis appesrs to ba
sonetary srpansion which would stimwlate the wage-price spiral, .imsily.
the sdministration comtinmes to be plagued with the Qifffcwdt .rodlem
of rastoring Argentine production costs on nany items to ir.eryastionally
compebitive levels, ‘ '

It is believed thot the succese or failure of the Feron Govera=
ment's efforts toward economic reform during the next six aonins
v511 be the eritical factor in the Governmeat's stabilicy and that
the Soverzment will coniinue to resort to such undsasocratic measurza
=8 1% may consider necsusary o defend its domestic position,

PARAGUAY
I:’Zz;zmt-,n@m&gg&,&amﬁmﬁmﬁ&m“ﬁ.mgiwé&m.!.&m

“he warest which has been chromic in Paragosy since 1947 now
conters .round Arwy Chief of Staflf Diag de Vivar, vhoss cpponents ore
sbtempting to remove him from office. Lipes for a showdown have not
teen drawn &8 yaoi, tui Major Gemeral Crnballere Alvaresz sppears Lo e
the principal aepirens for the Job, Although Diaz de Vivar has in-
ereased ‘his strensgth within the srmy during recent momths, & combina-
tion of Mis rivale poosibly could shifi him from his position if suf-
ficiené zuppard vere received from the civilian govermment. As ths
Chewes Govermmens would Ye atrengthensé by the removal of a tco-lndepen~
doms xrmy leadsr znd wossntial strong man --as Diaz de Vivar cppesya io
ba-=it might very well offey this support to bis rivals,
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Isbragdteen shin povements in Shanghai pory

The Chinese Nationalist Government bas not indicated whether
i%$ will tzke action agalnst elther the US Isbrandtesn Line wvessel
scheduled to depart from Shanghal shorsly or ancther vessel of the
sams line which will scon leave Hong Kong with cargo consigned to
this Commanist port. FRelease of two other Isbrandisen shipse which
wore detalasd recently on ledving Shanghnl was epparently effected
a® & result of special circumBtances. such as the presence of
Eorgoan refugees and cargo consigned to the US Army, which will not
neoasserily apply to faturs figvements of vessels in and out of the
port. The Chinese Hationalistis, thaorefurs, 4o not seem commitied
to refrein Irem intéerference with further shipping activity outside
ths harbor,

If tho Natlonalists confider it expadient to intexfere furthér
with the Istrandtsen traffic, they appear to have a strong legelistic
argument for the "elostre.® This pooition would be streangthened,
furthernore, by the surreptitious entranee into Shanghai of the
Isbrandtaen vessel now in that port, after it had deen intercapted
ond "advised" not to enter. Contributing to such a Hationaelist
decision might Be the fmot that the US Govermment did not: (1) spe-
cifically reqtest releass of the two détained vessela; {2) teko the
position that thelr detention was illegal; or (3) indicate thas &%
would oppese further Chinese naval inteorception of vessels vhich defy
fotlonelist instructions., In view of the rapid deterioration of the
Hationalist Oovernment's position, howsver, it sseme probabls that
the question of further action ageinst shipping to and frowm Shanghal
will actually be decidad by the capabilitles snd willingness of
Hasionallet navsl units, oven Af the forelgp policy of the Canton
Government recuires an aggressive enforcement of the *blockeds,®

Sggption restrictions on petreloun for Beifs refinery

Continuation of Egyptian restricticns %o prevent movements of
petroleun through the Suez Canol oonsigned $o the Haifa refinery may
gubstantislly affect the lomg-range petroletm loglistic situation in
the Ipatern Mediterrsnenan. If these restriciions and the prenent
sbstructions te the supply of Haifa by pipeline ars of long dwration,
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the US, UK, and Western Furopean powers will be obligsd to connider
their consequences in eny strateglc plamning with respect to the
supply and aistribution of petrolewn in that area.

The sensitivencss of Zgypt vis—a~vis the other Arab States
makes resolution of the question cifficult for the Egyptisn Govern~
nent. British efforts to obtain Egyptisn consent to the passage of
Haifa-bound tenkers have thus far beea unsuccessful, The UE, more~
over, 19 spparently unwilling to force the Assue at this %ime,
despite US willingness %o spproach the Bgyptian Foreign Office in
support of the UK position that the Arab-Isrseli armistice eliminates
the Teyptian Justification for the embargo.

Yusosisvis nev customer Iop western aviation industries

The recent US-UK sgreement to exempt Yugoslavia from expord
resirictions on aviation scuipment imposed on the Satellite states,
and to approve limited alr transport agreements with that couwmtry,
will be noted by the aviation industries of Western Eurcpe. The
Yugoslavia airline, JAT, expects soon to initiate scheduled services
te the »rimcipal weetern centers and to this end is desirous of
modernizing 1ts eivil air flest, It is evident that there will bs
keen competition in the western aviation market to satiafly the require-
ments of this now customer,

Ths Duteh are prepared to sell DO~3 tromsports end undertalke the
major overhavling of JAT alreraft on & contract basia, The French,
likewise, are eager to conclude a deal involving 400-500 milllon francs
for the sale of ten jet irainers éculpped with French-mads Rolls Royce
NHene engines, and belisve that thls would pave the way for Yugoslav
purchaze of thoe new French medi sport, Brotague, which is designed
to compete with the US Convair.

25X6 In conag-

quence, fuzoslsvia will be in a positlon To shop around for the test
that YWesteyn Burope bas to offer in ths expansion of its international
services,
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